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TO: To All Interested Parties

FROM: Deonne E. Contine, Executive Director

DATE: September 30, 2015

RE: Workshop on Proposed Regulation R062-15 pertaining to the Live Entertainment Tax.

The Department will hold a workshop to receive input on proposed changes to Chapter 368A of the Nevada
Administrative Code revising provisions relating to the rate, imposition and calculation of the tax on live
entertainment; revising provisions governing the exemptions and exclusions from the tax on live entertainment;
revising various provisions relating to the tax on live entertainment; and providing other matters properly relating
thereto. The workshop will be held at the following locations and date and time:

Carson City — Wednesday September 30, 2015 Nevada Legislative Building
401 S Carson Street, Room 2135
Carson City, Nevada

Las Vegas — Via Video Conference Legislative Counsel Bureau
Grant Sawyer State Office Building
555 E Washington Avenue, Room 4401
Las Vegas, Nevada

The meeting will start at 10 A.M. All interested parties will have the opportunity to present their ideas.
We encourage you to provide us with your suggestions in writing. All public input will be considered in
preparing a proposed regulation to be presented to the Nevada Tax commission for adoption.

If you require any additional information concerning this matter, please don’t hesitate to contact George Hritz
with the Department of Taxation at (775)684-2059 or ghritz@tax.state.nv.us or Cory Roberts at (775)684-2030 or
croberts @tax.state.nv.us. A copy of R062-15 can be found at

http://www.leg.state.nv.us/register/201 5Register/R062-151.pdf & at http://tax.nv.gov/ under hot topics. Thank
you.

NOTE: We are pleased to make accommodations for members of the public who are disabled. Please notify the Department of Taxation in
writing, at 1550 College Parkway, Carson City, Nevada, 89706 or call (775) 684-2100 prior to the meeting,

Deowmer L. Conteor s

Deonne E. Contine, Executive Director
September 2, 2015




Members of the public who are disabled and require accommodations or assistance at the meeting are
requested to notify the Department of Taxation in writing or by calling 775-684-2096 no later than five
working days prior to the meeting,.

Notice has been posted at the following locations: The Department of Taxation - 1550 College Parkway, Carson City,
Nevada. Notice was mailed to each County Public Library for posting.

Notice has been EMAILED/FAXED for posting at the following locations: Department of Taxation - 4600 Kietzke Lane,
Building L, Suite 235, Reno, Nevada; Department of Taxation - 555 E. Washington Avenue, Grant Sawyer Office Building,

Suite 1300, Las Vegas, Nevada; Department of Taxation — 2550 Paseo Verde Parkway, Suite 180, Henderson; The
Legislative Building, Capitol Complex, Carson City, Nevada; and the Nevada State Library, 100 Stewart Street, Carson City,
Nevada, Interested Parties Group & Mailed to the Mailing List maintained by the Department. Notice of this meeting was
posted on the Internet through the Department of Taxation website at www.tax.nv.gov and on the Legislative website at
www.leg.state.nv.us.




Posted: 09-02-2015

Nevada Department of Taxation Regulatory Workshop

NEVADA LEGISLATIVE BUILDING
401 S Carson Street, Room 2135
Carson City, Nevada

VIDEO CONFERENCE

LEGISLATIVE COUNSEL BUREAU
Grant Sawyer State Office Building
555 E Washington Avenue, Room 4401
Las Vegas, Nevada

September 30, 2015
10:00 A M.

Note: Items on this agenda may be taken in a different order than listed.
Items may be combined for consideration by the Department of Taxation.

Items may be pulled or removed from the agenda at any time.

L Public Comment — In consideration of others, who may also wish to provide public comment,
please avoid repetition and limit your comments to no more than five (5) minutes.

I The Department will hold a workshop to solicit comments from interested persons on the
following general topics: proposed changes to Chapter 368A of the Nevada Administrative
Code revising provisions relating to the rate, imposition and calculation of the tax on live
entertainment; revising provisions governing the exemptions and exclusions from the tax on
live entertainment; revising various provisions relating to the tax on live entertainment; and
providing other matters properly relating thereto.

I **Public Comment — In consideration of others, who may also wish to provide public
comment, please avoid repetition and limit your comments to no more than five (5) minutes.

Iv. Adjourn

**This item is to receive public comment on any issue and any discussion of those items; provided
that comment will be limited to areas relevant to and within the authority of the Nevada Department
of Taxation. No action will be taken on any items raised in the public comment period. At the
discretion of the Department, public comment may be received prior to action on individual agenda
items. Public Comment may not be limited based on viewpoint. Prior to the commencement and
conclusion of a contested case or a quasi judicial proceeding that may affect the due process rights of
an individual the board may refuse to consider public comment. See NRS 233B.126.

If you require any additional information concerning this matter, please don’t hesitate to contact
George Hritz with the Department of Taxation at (775)684-2059 or ghritz@tax.state.nv.us or Cory
Roberts at (775)684-2030 or croberts @tax.state.nv.us. A copy of R062-15 can be found at
http://www .leg.state.nv.us/register/201 5Register/R062-151.pdf & at http://tax.nv.gov/ under hot
topics. Thank you.




The support materials are also made available at the Department of Taxation, 1550 College Pkwy,
Carson City, NV and made available during the meeting located at the Nevada Legislative Building
401 S Carson Street, Room 2135, Carson City, Nevada & Legislative Counsel Bureau, Grant Sawyer
State Office Building, 555 E Washington Avenue, Room 4401, Las Vegas, Nevada.

Members of the public who are disabled and require accommodations or assistance at this

meeting are requested to notify the Department of Taxation in writing or call 684-2030 prior to
the meeting.

Notice of this meeting has been posted at the Department of Taxation 1550 College Parkway, Carson
City, NV; and mailed to each County Public Library for posting.

Notice of this meeting was EMAILED for posting to the following locations: Department of
Taxation, 555 E. Washington Street; Las Vegas, Department of Taxation, 2550 Paseo Verde, Suite
180, Henderson, Department of Taxation, 4600 Kietzke Lane, Building L, Suite 235, Reno,
Department of Health and Human Services, 4150 Technology Way, Carson City, and FAXED to the
State Library, Carson City, emailed to the Interested Parties Group maintained by the Department.
Mailed to the Mailing list Maintained by the Department. Notice of this meeting was posted on the
Internet through the Department of Taxation website at www.tax.nv.gov and on the Legislative
website at www.leg.state.nv.us.




PROPOSED REGULATION OF THE
DEPARTMENT OF TAXATION

LCB File No. R062-15
PROPOSED AMENDMENT TO NAC 368A
Draft date 7/28/2015
ADMINISTRATION OF TAX BY DEPARTMENT OF TAXATION
Section 1. Chapter 368A of NAC is hereby amended by adding thereto the provisions
set forth as sections 2 to 10, inclusive of this regulation.

Sec. 2. “Ambient activity” defined. (NRS 368A4.140) “Ambient activity” means live
entertainment that is presented in the background of a fucility in a manner that only serves to
enhance or complement the mood, character, quality, tone or atmosphere of the facility.

Sec. 3. Scope of exclusion for luxury suites, boxes or similar products; computation of
tax; documentation required. (NRS 368A4.140) For purposes of subsection 4 of NRS
368A4.020:

1. For facilities with a maximum occupancy of at least 7,500 persons, when the license
or rental fee for luxury suites, boxes or similar products includes the admission of a certain
number of patrons to a facility, the amount of proceeds subject to the tax imposed by NRS
368A.200 is equal to the lowest priced admission charge for the live entertainment event
multiplied by the number of admissions to the live entertainment event included in the license
Jee or rental fee, regardless of how many of the included admissions are actually utilized for
the live entertainment event.

2. For facilities with a maximum occupancy of less than 7,500 persons, the tax must be
paid on the proceeds received for the license or rental fee for luxury suites, boxes or similar
products.
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Sec. 4. NAC 368A.070 “Nonprofit organization” defined. (NRS 368A.140) “Nonprofit
organization” means any organization described in paragraph (@) of subsection 2 and paragraph
{3 (d) of subsection {5} 4 of NRS 368A.200.

Sec. 5. NAC 368A.080 “Patron” defined. (NRS 360.090, 368A.140)

1. “Patron” means a person who gains access to a facility where live entertainment is
provided and who neither solicits nor receives, from any source, any payment, reimbursement,
remuneration or other form of consideration for being present in the facility or for providing
live entertainment at the facility.

2. Participation in a contest between patrons does not convert the event to Live
Entertainment even when prizes are awarded.

Sec. 6. NAC 368A.100 Interpretation of certain statutory terms. (NRS 360.090,
368A.140) For the purposes of chapter 368A of NRS, the Commission will interpret the term:

1. “Boxing contest or exhibition” to have the meaning ascribed in NRS 467.0107 to the
term “unarmed combat.”
2. “Facility” to encompass
a. any area or premises where live entertainment is provided and for which
consideration is collected, from one or more patrons, for the right or privilege of entering that
area or those premises, even if additional consideration is collected for the right or privilege of
entering a smaller venue within that area or those premises.
b. Any location in this State where live entertainment is provided by an escort.
3. “Shopping mall” to include any area or premises where multiple vendors assemble
Jor the primary purpose of selling goods or services, regardless of whether they gather inside a

facility or outdoors.
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4. “Complimentary” to mean the granting of admission to a facility where live
entertainment is provided without the receipt of any form of payment or consideration by the
taxpayer or an operator from any unaffiliated person.

5. “Go-go dancing” to mean dancing presented by a person or group of persons in a
manner that qualifies as an ambient activity, except for dancing performed in a nude or
partially nude state.

6. “Lowest priced admission charge” to mean, for purposes of subsection 4 of NRS
368A4.020, the lowest priced admission to the live entertainment event available to the general
public for purchase.

7. “Marketing or promotional activity” to mean a live entertainment activity provided for
the primary purpose of drawing attention fo a particular product or brand.

8. “Membership fee” to mean an amount paid for a membership, or other similar item,
that provides certain amenities, including, but not limited to, admission to a facility or
facilities where live entertainment is provided on a regular basis although not necessarily
every day.

9. “Performance” to mean a live entertainment activity, other than an ambient activity,
provided by a person or group of persons to a patron or group of patrons.

10. “Performance by a disc jockey” to mean the playing of recorded music, the mixing of
audio or the adding of sound, video and lighting effects by a person or group of persons who
are physically present to a patron or group of patrons.

11. “Recorded music” to include, without limitation, music on a cassette tape, compact

disc, phonograph album, digital media, or video tape or disc, or on live television.
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12. “Service charge or any other fee or charge” to mean, as used in subsection 2 of NRS
368A4.020, a fee or charge required to be paid by a patron in exchange for admission to a
Jacility where live entertainment is provided, including any fee or charge that is included in
the total sales price at the completion of the purchase transaction. For purposes of that
subsection, a fee or charge is considered required even if a person could avoid paying the fee
or charge by electing to purchase the admission through another method, from a different
seller or at a different location.

13. “Ticket” to mean a physical or electronic document that provides a person admission
to a facility where live entertainment is provided.

Sec.7. NAC 368A.110 Taxpayers: General requirements. (NRS 360.090, 368A.140)

1. If a taxpayer intends to provide live entertainment at a facility or that is not a licensed
gaming establishment, the taxpayer shall register with the Department to collect the tax. The
taxpayer shall thereafter collect and remit the tax to the Department in accordance with the
provisions of this chapter and chapter 368A of NRS.

2. If a taxpayer intends to provide live entertainment at a facility that is a licensed gaming
establishment, the taxpayer shall act in accordance with such regulations as may be prescribed by
the Nevada Gaming Commission.

3. An escort or escort service as defined in section 1.03 and 1.07 respectively of SB No.
266 shall register with the Department to collect the tax. The taxpayer shall thereafter collect
and remit the tax to the Department in accordance with the provisions of this chapter and

chapter 3684 of NRS.
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4. An escort or escort service shall maintain the following records, relating to the business
of escorting a person or persons, for a period of at least 4 years after the date on which the
record is created:

(a) the date of the service
(b) the full amount charged for the service

5. An escort or escort service shall make those records available for inspection by the
Department upon demand at reasonable times during regular business hours.

Sec. 8. NAC 368A.130 Determination of tax rate when maximum occupancy has not
been designated. (NRS 360.090, 368A.140) Except for license or rental fees for luxury
suites, boxes, or similar products at facilities, for the purposes of paragraph {{¢}} b of subsection
{7 5 of NRS 368A.200, if there is no governmental permit designating the maximum occupancy
of a facility where live entertainment is provided, the Department shall compute the tax rate on
the presumption that the actual seating capacity of the facility is at least 200 persons and Hess}
more than 7,500 persons. To rebut this presumption, the taxpayer must establish, to the
reasonable satisfaction of the Department, that the actual seating capacity of the facility is less
than 200 persons or less than {at-least} 7,500 persons. In determining whether the taxpayer has
successfully rebutted the presumption, the Department shall consider all evidence provided by
the taxpayer, including, without limitation, evidence of actual attendance, the number of tickets
sold or offered for sale, the square footage of the facility, the physical needs or requirements of
the patrons in relation to the nature of the live entertainment provided and any other evidence
tending to establish the actual seating capacity of the facility.

Sec. 9. NAC 368A.140 Computation of tax; fincluision—eftax—in sales priceof foed:

erehandise]. (NRS 360.090, 368A.140)
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1. Pursuant to the provisions of subsection {4} I of NRS 368A.200, the Department shall
apply the tax rate to the total admission charge less the sum of any tax imposed by the United
States upon or with respect to an admission charge to live entertainment, whether imposed upon
the taxpayer or the patron.

2. The Department shall apply the tax rate to the entire amount charged for the service of

escorting a person or persons by an escort or escort service. s-from-the sale-of

foodretreshments or merchandise-at a-facihity where Hve entertainmentisprovided—Asused-in
thisseetion—grossreceipts —has-the-meaning ascribed-to- i NRS 372:025 except that-"gross
receipts —will-not-be—construed to—tneludetheameountofany—tax—imposed-by—this-State-era
politieal subdivision upen-er with respectto retail sales of tangible personal property

—3—Happheable, a taxpayver may inclide the exeise taxinthe sales price—of food.

refresly

here-live entertainment is provided, but + he
doesso—heshatnotiy—the—patrens s—a—sher—whteh3s—visible to—al
prrehasers-of-food+
the-sales-priece—tn-the-absenee-ofsuch-anotificationthe total-amount-charged-to-the patronshall

be-deemedto-be-the price-of the item-}

ai-the-exeisetan—is—includedin

Sec. 10 NAC 368A.150 Scope of exemption for nonprofit organizations; assessment
and computation of tax by Department. (NRS 360.090, 368A.140)

1. For the purposes of paragraph ({b}d) of subsection {5} 4 of NRS 368A.200, live
entertainment is provided by or entirely for the benefit of a nonprofit organization if the proceeds
of the admission charges to the facility where the live entertainment is provided become the
property of the nonprofit organization. The proceeds of the admission charges do not become the

property of a person other than a nonprofit organization as long as the person retains not more of
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the proceeds than is necessary to cover the direct, supportable costs of hosting, promoting or

sponsoring the event at which the live entertainment is provided.

[2- Subjeet—te—the provisions—of—subsection —a-noenprofit orp s

ertertainmentor a-person-providing tve entertaimment entirehy{or-the-benefit-efa-nenprofit

erganization—ewrsno-Hability for the-exeisetax-on-entertainment i the nenprofit organization

berson-otherthana-renprofitorganization—even

erchandise-de-net-become the property of

er-person-eontractstor-goods

the-nenprofitorganization.
-3 Hhve entertatnment 15 provided by orentively for the-benefitofanonprofiterganization:
Hrerewi-berotieneameounis-paid for foed. reh

factlity where the live entertatiment 5 provided. even H the proceeds from the sale-of foed;

redpos Aot bocemothe properts et the poapredit crsanisation

—4} 2. Unless live entertainment is provided by or entirely for the benefit of a nonprofit
organization, and the number of tickets offered for sale is less than 7,500 and except as
otherwise provided in this chapter or chapter 368A of NRS, the Department shall assess and
compute the excise tax in accordance with NAC 368A.140.
3. For purposes of deciding the number of tickets “offered for sale”:
a) Tickets that are eventually given as complimentary to volunteers or others are
included.

b) Each event or game in a series will be counted separately.
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Sec.11 NAC 368A.060 is hereby repealed.

Sec. 12. NAC 368A.120 is hereby repealed.

TEXT OF REPEALED SECTIONS

NAC 368A.060 “Live entertainment status” defined. (NRS 360.090, 368A.140) “Live
entertainment status” means that condition which renders the admission to a facility or the selling
of food, refreshments or merchandise subject to the tax imposed by chapter 368A of NRS.

NAC 368A.120 Applicability of tax: Live entertainment status; sale of food, refreshments
or merchandise. (NRS 360.090, 368A.140)

1. Live entertainment status commences when any patron is required to pay an admission
charge before he is allowed to enter a facility, regardless of when the live entertainment actually
commences.

2. Live entertainment status ceases at the later of:

(a) The conclusion of the live entertainment; or

(b) The time when a facility for which an admission charge was required is completely vacated
by admitted patrons or is opened to the general public free of any admission charge.

3. The tax applies to the sale of food, refreshments or merchandise at a facility with a seating
capacity of less than 7,500, even if patrons are unable to see, hear or enjoy live entertainment
from the location within the facility where the food, refreshments or merchandise is sold.
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